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MAIN FEATURES 


FINANCIAL 
Total income 


Cash flow 


Per share 


Earnings for the year 


Per share 
Working capital 


Capital expenditures — cash 


OPERATING 
Net daily production 
Crude oil and condensate (barrels) 


Natural gas (mcf) 


1966 


$23,947,000 


16,953,000 
3256 


6,378,000 
1.34 


12,574,000 


18,101,000 


26,405 


24,028 


CRUDE.OIL AND NATURAL GAS INCOME 


(Millions of Dollars) 


CASH FLOW PER SHARE 


~ (Dollars) 


1965 


$12,277,000 


8,826,000 
2.45 


3,289,000 
0:91 


PROVEN DEVELOPED OIL RESERVES 


(Millions of Barrels) 


13,535,000 


8,543,000 


12,030 62 63 64 65 66 


DAILY NET AVERAGE OIL PRODUCTION 


13,700 


(Thousands of Barrels) 


62 63 64 65 66 


DIRECTORS’ REPORT TO THE SHAREHOLDERS 


Your Company made substantial progress during 1966, a year notable 
for developments in the Canadian oil industry. 


For the fifth year in succession, gains were made by the Company in 
oil production, income and earnings. Net production of crude oil averaged 
26,405 barrels a day, compared with 12,030 barrels a day in 1965; income 
from all sources amounted to $23,947,000, compared with $12,277,000; 
earnings of $6,378,000 were almost double the preceding year’s earnings 
of $3,289,000. 


To a considerable extent the results reflect the acquisition in December, 
1965, from Union Oil Company of California of Canadian properties formerly 
owned by The Pure Oil Company. Final payment for these properties will be 
made in 1967 by the issuance of 5,000 shares, the balance of the 1,161,300 
share purchase price. While the acquisition considerably expanded the 
resources of the Company, its benefits are most apparent when related to the 
number of shares outstanding. On the basis of 4,768,050 shares outstanding 
at December 31, 1966, cash flow of $3.56 per share and earnings of $1.34 per 
share in 1966 were 45% and 47% higher, respectively, than in 1965, at the 
end of which 3,600,600 shares were outstanding. 


Expansion of the Company’s operations in 1966 and investment for 
continuing expansion required capital expenditures in cash during the year 
of $18.1 million. Almost all of these funds were provided by cash flow. 
Working capital at year-end was $12,574,000, a reduction of approximately 
$1 million from a year earlier. 


The most significant development in the oil industry during 1966 was 
the continuing emphasis on exploration in northwest Alberta, where oil is 
being found in prolific quantities in the Keg River reef. Your Company is 
participating actively in the Keg River play. In areas in Alberta and British 
Columbia close to the current focal points of the search, Union owns 
varying interests in 367,992 gross acres of leases and 166,539 gross acres of 
reservations and permits. In prospective areas at a greater distance, Union 
has an 83% interest in some 300,000 gross acres of reservations in Alberta. 
Active seismic programs are in progress which will be followed in 1967 and 
1968 by a number of wildcat tests. 
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In other phases of the Company’s operations, field construction on the 
refinery at Prince George was begun in 1966, and progress was made on the 
establishment of wholesale and retail marketing facilities. An  artist’s 
impression of the refinery is shown on the front cover of this report. Northern 
British Columbia is enjoying rapid economic expansion with consumption of 
petroleum products increasing at a faster rate than elsewhere in Canada. 
Your Company’s prospects for growth should be enhanced by expansion 
into this sector of the oil industry. 


The outlook for the Company generally is for continuing growth in 1967, 
although at a rate likely to be more moderate than in preceding years. 
Despite uncertainty about the future expansion of markets for Canadian oil, 
there are many opportunities for individual companies to improve their 
position in the industry. 


Union Oil Company of Canada is fortunate in being staffed by com- 
petent and conscientious people to whom the directors extend their thanks 
for the Company’s achievements to date. 


By order of the Board 


PF leven 


February 13, 1967. President 


REVIEW OF OPERATIONS 


Exploration 


Exploration activities were concentrated on 
certain prospective areas of Alberta, British 
Columbia, Saskatchewan and the Northwest 
Territories. The Company participated in drill- 
ing 40 wildcat tests, all in these areas, and 
made three oil discoveries and four gas dis- 
coveries. The oil discoveries were in southwest 
Saskatchewan and can be evaluated only by 
further drilling. One gas discovery was in 
British Columbia and one in west central 
Alberta, at Kaybob South. The latter was the 
most significant of the gas discoveries. Gas 
was found here in the Swan Hills reef to the 
north of previously drilled wells. 


In addition to the Company’s own activities, 
41 exploratory wells were drilled by other com- 
panies on or adjacent to Union Oil lands and 
were supported by contributions of cash or 
acreage. This drilling resulted in four oil dis- 
coveries in Saskatchewan and three gas dis- 
coveries in Alberta, and aided in the evaluation 
of Union’s land holdings. 


Geophysical work was greatly expanded 
during 1966. Union Oil participated directly 
and indirectly to the extent of 40 seismic crew 
months at a total cost of $1,633,000, compared 
with geophysical expenditures of $360,000 in 
1965. More than $600,000 was spent on the 
Keg River play in northwest Alberta, which 
continues to be the main feature of the current 
year’s exploration. 


The continuing process of upgrading land 
holdings resulted in 1,598,000 acres being 
dropped and 1,150,000 acres being acquired, 
for a net decrease in the land inventory of 
448,000 acres. All of the new land is in the 
three western provinces and the Northwest 
Territories. Expenditures on land amounted 
to $3,929,000. 

Participation in the Keg River play in north- 
west Alberta led to acquisition for $330,000 
of a 20% interest in 20,000 acres of drilling 
reservations at Amber and Steen River and a 
similar interest in two Crown leases at Spec- 


COMPANY LAND HOLDINGS AT DECEMBER 31, 1966 


Permits and 


Reservations* Leasehold Total 


Gross Net Gross Net Gross Net 


500,000 
485,000 
2,085,000 


396,000 1,562,000 
399,000 1,224,000 493,000 
1,934,000 579,000 313,000 
75,000 75,000 4,000 2,000 79,000 77,000 

NWT, Yukon and Arctic Islands 1,709,000 926,000 33,000 33,000 1,742,000 959,000 


Ontario - = 1,000 1,000 1,000 1,000 


805,000 2,062,000 
1,709,000 


2,664,000 


1,201,000 
892,000 
2,247,000 


4,854,000 3,730,000 3,403,000 1,647,000 8,257,000 5,377,000 


* Approximately 50% may be converted into leases 
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trum. These acquisitions augment the Com- 
pany’s extensive holdings at Zama Lake, where 
a 42.5% interest is owned in 61,920 acres of 
leases and 33,920 acres of reservation. 

Further east of the current focal points in 
the Keg River play, in an area some 70 to 120 
miles northeast of the Rainbow Lake dis- 
coveries, Union has acquired 100% interest in 
two reservations, Caribou and Fort Vermilion, 
each of 99,840 acres, and a 50% interest in a 
third reservation of similar size at White Sand. 
Cost of these holdings, totalling 249,600 net 
acres, was $1,000,000. 

In northeast British Columbia, at Paddy, 
Chinchaga, Gutah Creek and Fontas River, to 
which search for the Keg River reef has recently 
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been extended, the Company owns varying 
interests in 417,891 gross acres. The net hold- 
ing amounts to 143,348 acres. These holdings 
were acquired prior to 1966. 


In Saskatchewan, the Company acquired six 
exploratory permits totalling 533,000 acres at 
a cost of $395,000. A large part of this was 
related to the new Devonian discovery at 
Hummingbird, and was acquired to explore 
for similar deep prospects. 


Elsewhere, permits in the Maxhamish Lake 
area of northeast British Columbia, totalling 
268,000 acres, were bought for $400,000, and 
a permit of 32,000 acres in the Northwest 
Territories was bought for $50,000. 
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Miles 


Development 


Participation in drilling 127 development 
wells during 1966 resulted in 88 oil well com- 
pletions and 14 gas well completions. These 
were equivalent, on a net basis, to 34 oil wells 
and 5 gas wells. 


More than three-quarters of the oil well 
completions were in southwest Saskatchewan. 
Of the remainder, nine were in the Red Earth 
field of Alberta. 


Significant among the gas wells was an 
extension of the Beaverhill Lake reservoir at 
Kaybob South in west central Alberta, which 
confirmed that this field contains major re- 
serves of natural gas, condensate and sulphur. 
Studies are in progress to determine the most 
efficient method of producing the reservoir 
and to establish the size of the plant that will 
be required to recover the sulphur, condensate 
and natural gas liquids. Production from this 
plant will make a substantial contribution to 
earnings beginning in 1969. 


DRILLING OPERATIONS 
Exploratory Wells 
Total 
Alberta 10 
British Columbia 12 
Saskatchewan 
Northwest Territories ... 


Development Wells 
Alberta 
British Columbia 
Saskatchewan 


Production 


CRUDE OIL 


Net sales of crude oil and condensate in 
1966 averaged 26,405 barrels per day, com- 
pared with 12,030 barrels per day in 1965. 
Of the increase of 14,375 barrels per day, 
approximately 11,500 barrels can be attributed 
to the former Pure Oil producing properties, 
acquired in December, 1965. Production gains 
came from wells completed during the year 
at Red Earth, Alberta, from the East Peejay 
field in British Columbia, and from various 
fields in southwest Saskatchewan. Pressure 
maintenance operations in several fields, parti- 
cularly Milligan Creek, also contributed to 
higher production. 


The average wellhead price realized from 
sales of crude oil and condensate in 1966 was 
$2.26 per barrel. Pipeline tariff reductions on 
March 15, 1966, in British Columbia and on 
May 1, 1966, in southwest Saskatchewan added 
five cents and three cents per barrel, respec- 
tively, to the wellhead price in these areas. A 
general price increase in December, 1966, for 
medium gravity crudes in southwest Saskatch- 
ewan added a further ten cents per barrel. 


Secondary recovery operations under suit- 
able conditions result in substantial increases 
in recoverable oil. Waterflood is the method 
generally adopted, however, Union and part- 
ners are using in Saskatchewan with encour- 
aging results a combustion drive (fire-flood) 
operation. Unitization of fields generally pre- 
cedes the introduction of secondary recovery 
practices. The Company has an interest in 44 
unitized fields, in virtually all of which methods 
of enhancing recovery have been established. 


The accompanying table shows crude oil 
production in 1966 by fields. Approximately 
half the Company’s production came from 
Saskatchewan, the other half being about 
equally divided between Alberta and British 
Columbia. Further increases in production are 
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anticipated from all three provinces in 1967. 
In Alberta, the Sturgeon Lake and Virginia Hills 
fields should benefit from the pro-rationing 
formula which will take full effect in May, 1969. 
In British Columbia, production from Peejay 
will be increased through waterflood. Saskatch- 
ewan production from existing properties is 
expected to improve slightly in 1967. 


1966 PRODUCTION OF CRUDE OIL 
AND CONDENSATE 


Daily Average Barrels 


Alberta 


Kaybob South 

Virginia Hills 

Sturgeon Lake South ............. 
Red Earth 

Others 


British Columbia 
Milligan 
East Peejay 
Aitken 


Nottingham 
Hastings 
Others 


345 


26,405 


NATURAL GAS 


Sales of natural gas in 1966 averaged 24,028 
mcf per day, compared with 13,700 mcf per 
day in 1965. The gain was largely the result of 
higher sales from Clarke Lake, B.C., which is 
supplying much of the additional gas required 
by Westcoast Transmission Company for sale 
in the United States. Further increases from 
Clarke Lake are expected in 1967. 


Late in 1966, the Company entered into 
contracts for the sale of gas to begin from the 
Kaybob - Fox Creek area in November, 1968, 
and from the Tangent-Eaglesham area in 
November, 1969. The Company’s net share of 
gas to be sold from these fields will be in 
excess of 20,000 mcf per day. 


Reserves 


The remaining net proven developed re- 
serves of crude oil and condensate at Decem- 
ber 31, 1966, were estimated by Company 
engineers at 108,333,000 barrels, compared 
with 100,526,000 at December 31, 1965. The 
increase of approximately 8% was achieved 
after allowing for production during the year 
of approximately 9.6 million barrels. 


Estimated net recoverable proven develop- 
ed gas reserves at the year-end were 187 billion 
cubic feet which, as a result of production 
during 1966, is about 8 billion cubic feet less 
than at the preceding year-end. Net recover- 
able proven undeveloped reserves of gas were 
increased, however, from 173 billion cubic feet 
to some 216 billion cubic feet. The total of net 
recoverable proven developed and undevelop- 
ed gas reserves of 403 billion cubic feet is 
9.5% higher than the total a year earlier of 
368 billion cubic feet. 


The accompanying table summarizes the 
Company’s net proven reserves of crude oil 
and condensate, natural gas liquids, natural gas 
and sulphur. The developed reserves are the 


quantities that can be recovered through exist- 
ing facilities. The undeveloped reserves are 
the volumes estimated to be recoverable from 
wells to be drilled on proven undrilled acreage, 
from existing wells requiring capital expendi- 
ture for recompletion, from the installation of 
new facilities for fluid injection and from new 
plants for gas processing. Probable or possible 
reserves are not included in these figures. 


NET PROVEN RESERVES 
AT DECEMBER 31, 1966 


Developed Undeveloped Total 


Crude Oil and 
Condensate (barrels) 108,333,200 24,745,600 133,078,800 


Natural Gas Liquids 


(barrels) 395,300 395,300 


Natural Gas 
186,600,000 216,700,000 403,300,000 


18,100 641,200 659,300 


Refining and Marketing 


Construction of the refinery at Prince 
George, B.C., was begun in 1966, and it is 
anticipated that the plant will go on stream in 
the third quarter of 1967. Planned capacity 
of the refinery is 7,500 barrels daily. The 
refinery will use crude oil produced from the 
Company’s fields in northeast British Columbia. 
Capital cost of the refinery is estimated at $9.5 
million. A full range of high quality motor 
gasolines, diesel fuels and heating oils will be 
manufactured. 


Land was acquired in 1966 for construction 
of retail and wholesale marketing facilities. An 
architectural design for a distinctive and effi- 
cient service station has been selected, and 
work is in progress on site development. 

During the year the Company began mar- 
keting Royal Triton motor oils through facilities 
at Vancouver, Calgary and Edmonton. 


Financial 


The results for 1966 reflect the major 
acquisition of properties made in December, 
1965. Net earnings for the year were $6,378,- 
000, up from the $3,289,000 reported in 1965. 
On a per share basis, 1966 earnings were $1.34 
compared with $0.91 per share for the previous 
year, an increase of 47%. 

Total income rose to $23,947,000, com- 
pared with $12,277,000 in 1965. A comparative 
analysis of income from all sources for 1966 
and 1965 follows: 


1966 1965 
Sales of crude oil and 
CONGENSate mmaeae $21,766,000 $10,895,000 
Sales of natural gas ...... 950,000 621,000 
Interest Imncome>.......- 723,000 559,000 
Dividends from non- 
controlled companies .. 144,000 120,000 
Profit (loss) on sale of 
NO DOHUCS Spates cre cee 217,000 (17,000) 
@Oihemincomesse nee. oe 147,000 99,000 
$23,947,000 $12,277,000 


Capital expenditures of $41,368,000, of 
which $18,101,000 was in cash, include the 
1966 instalment which was the greater part of 
the purchase price of the former Pure Oil 
properties acquired in December, 1965, from 
Union Oil Company of California. This instal- 
ment payment was effected by the issue of 
1,156,100 shares of the Company for which 
Union Oil Company of California had sub- 
scnioed sat asprice Of $23/267,000. “Ot the 
$18,101,000, cash generated from operations 
provided $16,953,000, and working capital 
provided the balance. 

On December 31, 1966, the two wholly 
owned subsidiaries, Williamson Oil & Gas Ltd. 
and E. H. Vallat Ltd., were amalgamated under 
the provisions of The Companies Act of Alberta 
to form Union Oil Holdings Limited, a wholly 
owned subsidiary of Union Oil Company of 
Canada Limited. 

Financial and operating statistics for the 
past five years appear on page 16 of this report. 


ASSETS 


CURRENT ASSETS 
Cash 
Short term deposits 
Accounts receivable 


Inventories of supplies and crude oil (Note 5) 


PROPERTY, PLANT AND EQUIPMENT, at cost (Notes 6 and 7) 


Less: Accumulated amortization, depletion 
and depreciation 


OTHER ASSETS 
Investment in non-controlled companies, at cost 
Operating and performance deposits 


Prepaid and deferred charges 


Approved by the Board of Directors 


a 
Be La ws Director 
UG Director 


UNION OIL COMPAN) 


and its wholly 


CONSOLIDATED BALANC 


1966 


2Ad O57 
14,000,230 
4,479,862 
555,454 


19,247,403 


100,120,918 


17,908,425 


82,212,493 


O75, 63 
642,529 
606,319 


2,224,679 


$103,684,575 


(with comparative figure 


1965 


$ 463,001 
12,900,000 
3,892,873 
430,111 
“17,685,985 


86,298,632 


11,356,438 
74,942,194 


971,860 
561,581 
452,199 


1,985,640 


$94,613,819 


F CANADA LIMITED 


ned Subsidiaries 


IEET, DECEMBER 31, 1966 
December 31, 1965) 


LIABILITIES 


CURRENT LIABILITIES 
Accounts payable and accrued liabilities 


Notes payable 


BALANCE OF PURCHASE PRICE of oil and gas properties and 
other assets to be satisfied by issue of shares (Note 8) 


SHAREHOLDERS’ EQUITY 


Share capital (Note 9) 
Authorized 
7,500,000 shares of the par 
value of $1 each 


Issued and fully paid 
1966 — 4,768,050 shares 
1965 — 3,600,600 shares 
Contributed surplus (Note 9) 


Earned surplus 


1966 


$ 6,673,094 


6,673,094 


100,625 


4,768,050 


72,053,022 
77,601,072 
19,309,784 
96,910,856 


$103,684,575 


1965 


$ 3,729,093 
421,186 
4,150,279 


23,367,138 


3,600,600 
50,563,709 
54,164,309 
12;932,093 


67,096,402 


$94,613,819 
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CONSOLIDATED STATEMENT OF EARNINGS 
For the Year ended December 31, 1966 
(with comparative figures for 1965) 


1966 
INCOME 
Sales of crude oil and natural gas $22,716,633 
Other income 1,230,968 
Total Income 23,947,601 
EXPENSE 
Production 4,093,168 
Exploration 656,833 
Rentals on unproven lands L195 115 
Amortization of unproven lands 1,891,740 
Depletion 3,881,736 
Depreciation 2,144,845 
Dry holes and abandonments 2/657/253 
Marketing 1617370 
General and administrative (Note 4) 887,850 
Total Expense 17569910 
EARNINGS FOR THE YEAR (Note 1) 6,377,691 
SPECIAL ITEM — gain on sale of Mitsue properties - 
EARNINGS FOR THE YEAR AND SPECIAL ITEM (Note 3) $ 6,377,691 


CONSOLIDATED STATEMENT OF SURPLUS 
For the Year ended December 31, 1966 
(with comparative figures for 1965) 


1966 
CONTRIBUTED SURPLUS 
Paid-in premium on shares issued 
Balance January 1 $50,563,709 
Additions during the year (Note 9) 22269 S18 
Balance December 31 $72,033,022 
EARNED SURPLUS 
Net earnings retained in the business 
Balance January 1 $12,932,093 
Earnings for the year 6,377,691 


Special item = 


Balance December 31 $19,309,784 


1965 


$11,515,962 
760,672 


1254 


1,746,233 
436,523 
692,846 

1,200,536 

1,392,974 

1,658,730 

1,284,678 


575,304 
8,987,824 


3,288,810 
12,087,499 


$15,376,309 


1965 


$50,554,284 
9,425 


$50,563,709 


$ (2,444,216) 
3,288,810 
12,087,499 


$12,932,093 
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and its wholly owned Subsidiaries 


CONSOLIDATED STATEMENT OF SOURCE AND EMPLOYMENT OF FUNDS 


For the Year ended December 31, 1966 
(with comparative figures for 1965) 


1966 
SOURCE OF FUNDS 
Sales of crude oil and natural gas and other income $23,947,601 
Less: Expenditures for production, exploration, rentals on 
unproven lands, marketing, and general and 
administrative expense 6,994,336 
Funds provided from operations 16,953,265 
Issue of shares (Note 9) 23,436,763 
Working capital and investments acquired in purchase of 
assets from Union Oil Company of California = 
Disposal of property, plant and equipment 255,234 
Sale of Mitsue properties _ 
40,645,262 
EMPLOYMENT OF FUNDS 
Payment on account of purchase price of oil and gas 
properties and other assets acquired on December 20, 
1965, from Union Oil Company of California (Note 9) 23,266,513 
Other capital expenditures 10} 107 
Total capital expenditures 41,367,620 
Redemption of notes payable _ 
Net increase in other assets 239,039 
41,606,659 


INCREASE (DECREASE) IN WORKING CAPITAL $ (961,397) 


1965 


$12,276,634 


3,450,906 


8,825,728 


10,025 


1,700,977 
130,308 
12,900,000 
23,567,038 


4,025 
8,543,353 
8,547,378 

167,373 
12 12,609 


9,927,610 


$13,639,428 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


NOTE 1 Summary of Accounting Practices 


The Company’s accounting practice is to charge to expense, when incurred, all exploration expenditures, including 
the cost of dry holes but excepting the cost of geophysical surveys which result in retention or acquisition of properties 
and also excepting the acquisition cost of oil and gas properties. These exceptions and the cost of successful wells are 
capitalized and, when appropriate, are amortized on a unit of production basis. 

The costs attributed to unproven lands are amortized by charging to expense each year an amount calculated to 
write off these costs over the estimated period of retention of the lands concerned. When unproven lands are surren- 
dered, the accumulated amortization is reduced by the costs attributed to such lands. 


Depreciation on production equipment and facilities is calculated on a unit of production basis, while on general 
facilities it is calculated on a straight line basis. 


NOTE 2 Principles of Consolidation 


The consolidated financial statements include the accounts of Union Oil Company of Canada Limited and its 
wholly owned subsidiaries, Williamson Oil & Gas Ltd. and E. H. Vallat Ltd. These subsidiaries were amalgamated 
on December 31, 1966, under the provisions of The Companies Act of Alberta, to form Union Oil Holdings Limited. 


NOTE 3 Income Taxes 


Under the provisions of the Income Tax Act the Company and each subsidiary company may deduct its drilling 
and exploration expense from its current income. Any excess of such expense in any year may be carried forward to 
apply against future income. As a result of these provisions no income tax was payable by any of the companies for 
1966. At December 31, 1966, accumulated drilling and exploration expenses of all companies aggregating approximately 
$56,000,000 were carried forward to apply against taxable incomes of future years. 


NOTE 4 Remuneration Paid to Directors 


Total remuneration received from the Company and its consolidated subsidiaries by directors, including directors 
who are officers, amounted to $57,668 in 1966. 


NOTE 5 Inventories 


Inventories of supplies have been valued at average cost, and inventories of crude oil have been valued at estimated 
lifting cost. 


NOTE 6 Property, Plant and Equipment 
at December 31, 1966 
Net 
Gross Investment 
Investment Accumulated Accumulated Accumulated Net December 
at Cost Amortization Depreciation Depletion Investment 31, 1965 
Unproven lands $ 20,713,438 $ 1,349,325 $ - $ = $19,364,113 $17,122,979 
Proven lands 35,780,557 = a 8,946,573 26,833,984 29,870,938 
Oil and gas wells and facilities 38,098,217 ~ 7,372,870 - 30,725,347 26,137,617 
Other facilities and equipment 1,559,488 ~ 239,657 - 1,319,831 1,194,084 
Exploration work in progress 803,995 - ~ - 803,995 338,072 
Marketing sites 994,255 - - - 994,255 - 
Refinery 2,170,968 a = = 2,170,968 278,504 
$100,120,918  $ 1,349,325 Sea ol2oo7 $ 8,946,573 $82,212,493 $74,942,194 


NOTE 7 Refinery Commitments 


The total cost of the refinery under construction at Prince George, British Columbia, is estimated to be $9,500,000. 
Of this total, amounts aggregating $2,170,968 have been recorded as expenditures to December 31, 1966. 


NOTE 8 Balance of Purchase Price of Properties 


The balance of the purchase price of oil and gas properties and other assets purchased on December 20, 1965, from 
Union Oil Company of California (the former Pure Oil Company properties) is to be paid and fully satisfied by the issue 
of 5,000 fully paid shares of the Company on December 30, 1967, for which shares Union Oil Company of California 
subscribed at a total price of $100,625, in accordance with the agreement made in 1965. 


NOTE 9 Capital Stock 


The following is a summary of shares issued during 1966: 


Credited to 
Number oo 
of Total Share Contributed 
Shares Consideration Capital Surplus 
$ $ $ 
Issued under provisions of stock option plan for cash 11,350 170,250 11,350 158,900 
Issued as part of the purchase price of oil and gas 
properties and other assets acquired from Union Oil 
Company of California on December 20, 1965 1,156,100 23,266,513 1,156,100 22,110,413 


1,167,450 $23,436,763 $ 1,167,450 $22,269,313 


Options to purchase shares of the Company at a price of $15 per share are held by certain employees in respect of 
7,650 shares and by certain officers, one of whom is a director, in respect of 8,600 shares. These options are exercisable 
at various dates but not later than 10 years from the date of issue in 1962. 


AUDITORS’ REPORT 


To the Shareholders of 
Union Oil Company of Canada Limited 


We have examined the consolidated balance sheet of Union Oil Company of Canada Limited and its wholly owned 
subsidiaries as at December 31, 1966, and the consolidated statements of earnings, surplus, and source and employment 
of funds for the year ended on that date and have obtained all the information and explanations we have required. 
Our examination was made in accordance with generally accepted auditing standards and accordingly included such 
tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances. 
We previously made a similar examination for the year 1965. 


In our opinion, the accompanying consolidated balance sheet and consolidated statements of earnings, surplus, 
and source and employment of funds, when read in conjunction with the notes thereto, present fairly the consolidated 
financial position of the companies as at December 31, 1966, and the consolidated results of their operations for the 
year ended on that date in conformity with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


McDonald, Currie & Co. 
Calgary, February 9, 1967 Chartered Accountants 
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FIVE 


FINANCIAL 
Income from all sources 


Less: Expenditures for production, 
exploration, rentals on unproven 
lands, marketing and general and 
administrative expense 


Cash flow from operations 
Dollars per share 
Less: Depletion, depreciation, dry holes, 
abandonments and amortization of 
unproven lands 


Earnings (Loss) for the year 
Dollars per share 


Working capital 
Property, plant and equipment — net 
Investments and other assets 


Total assets employed 
Less: Balance of purchase price of oil 
and gas properties and other assets 
Other liabilities 


Shareholders’ equity 


Number of shares issued and outstanding 
Number of shareholders 


Capital expenditures 

Development drilling 

Oil, gas and gas plant facilities 

Exploratory drilling 

Geophysical surveys 

Acquisition of oil and gas properties 
and other rights and interests 

Refining 

Marketing 


Total 


OPERATING 
Net proven developed reserves 
Crude oil and condensate (thousands 
of barrels) 


Natural gas liquids (thousands of barrels) 


Natural gas (mmcf) 
Sulphur (long tons) 


Average net daily production 
Crude oil and condensate (barrels) 
Natural gas (mcf) 


Land holdings (thousands of net acres) 


Number of employees 


1966 


$23,947 


6,994 


16,953 
3.00 


LOjS 75 


6,378 
1.34 


12,574 
82013 
2,225 


97,012 


$96,911 


4,768,050 
1,451 


$ 4,436 
2,790 
2,426 
1,633 


27,196 
1,893 
994 


$41,368 


108,333 
395 
186,600 
18,100 


26,405 
24,028 


5,377 
133 


YEAR STATISTICAL REVIEW 


1965 1964 1963 1962 
(in thousands of dollars except where otherwise specified) 
$125277 $ 8,939 $ 7 A478 $ 5,446 
3,451 3,107 2,841 2,706 
8,826 5,832 4,637 2,740 
2.45 er 1248? 0.76 
5 DO7, 4,624 4,419 5,338 
S200 1,208 218 (2,598) 
0.91 0.33 0.06 (0.72) 
13,539 (104) (12) 3,062 
74,942 51,208 50,064 46,283 
L986 TES 828 939 
90,463 SOL 7 50,880 50,284 
23)367 - - - 
- 167 378 — 
$67,096 $51,710 $50,502 $50,284 
3,600,600 3,600,000 3,600,000 3,600,000 
1,865 Dyer 2,096 2,307 
S238 hS $ 2,182 $3272 $ lone 
Ipops) ItO2 VAOZ 549 
1,511 839 17105 774 
360 290 424 338 
1,554 1,409 2331 5,681 
278 - _ — 
$ 8,547 $ 5,822 $ 8,239 $ 8,914 
100,526 52,988 45,278 40,985 
195,000 275,000 266,000 254,000 
125030 9,745 8,230 5,760 
13,700 10,600 11,500 10,400 
5/625 L576 i raheye 4,070 
WZ 83 79 76 
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HEAD OFFICE 
709 Eighth Avenue S.W., Calgary, Alberta 


TRANSFER AGENT AND REGISTRAR 


The Royal Trust Company 
Montreal, Toronto, Winnipeg, Calgary, Vancouver 


SUBSIDIARIES 
Williamson Oil & Gas Ltd. 
E. H. Vallat Ltd. 


STOCK EXCHANGE LISTINGS 


The shares of the Company are listed on the Toronto, 
Montreal, Vancouver and Calgary Stock Exchanges. The 
acquisition of shares of the Company is exempt from the 
application of the United States Interest Equalization 
Tax Act. 


AUDITORS 
McDonald, Currie & Co. 
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